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Criticisms of the governmental policy of spending for 
advertising during the war have begun to appear in 
journals and periodicals. A billion dollars was used for 
the promotion of war-bon sales. blood donations, and 
other patriotic services. This was, of course, an addi- 
tional tax burden for the American people: to many it 
seemed that these funds could have been used in a more 
efficient way, or possibly eliminated from the -*ederal 
budget altogether. 
~The fact remains that this advertising was used to 
promote a cause which we, as a people, deemed vital to 
our nation’s destiny. When it comes to expense in the 
monetary sense, there is nothing more costly than war. 
When the nations involved could find no other solution 
to their problems, then war was inevitable ; and advertis- 
ing, a modern persuasive force, must be used as a weapon 
of the attack. From an economic point of view this was 
socially desirable. Its essential function was, through 
the judicious use of newspaper space and radio time, 
te make the people more conscious of the importance of 
these war activities. When compared with the total cost 
of war to all nations—a trillion dollars—the amount 
spent tor advertising is a paltry sum. 


Advertising’s Role in Peace. (f greater significance 
in the immediate future is the use of advertising in 
postwar business. There are three vital obligations that 
advertising must fulfill in order to hasten American and 
world prosperity. These are to create a market for new 
goods, to inform the people of old lines of merchandise 
that will reappear on the domestic market, and to 
acquaint the foreign market with American offerings. 
Let us examine each one of these: 


New Goods. The war has hastened invention. Many 
improvements in goods and services will become ap- 
parent as the nation swings tnto recovery. Household 
appliances alone will reach a new high in performance 
and convenience to the homemaker. Pioneering by ad- 
vertisers will be needed to acquaint the consumer with 
these new goods and what they can do to satisfy his needs. 

In some cases, the manufacturing companies them- 
selves are new ial will need advertising to convince the 
public of their integrity and good will. It will take a long 
time for this kind of advertising to have tts full 
effect. but it will pay dividends 1f planned carefully by 
experienced advertising men. 

Information About Old Lines. It has been a long time 


since the consumer could buy merchandise that satisfied 
(Continued on Page 2) 
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The success or failure of small retail stores is in a 
large measure dependent upon the funds available for 
financing. Indeed, one investigation indicates that as 
inany as 36 per cent of small-store bankruptcies can be 
traced largely to the want of sufficient capital to operate 
efficiently and profitably.! Today adequate store financ- 
ing is especially important because so many returning 
veterans expect to enter retailing on a small scale. The 
United States Department of Commerce estimated. 
prior to the termination of the war, that approximately 
> per cent of the service men planned to become small 
merchants.’ 

What, then, are the main financial problems of the 
=mall-scale merchant that should be solved if he is to 
succeed? The question may be considered under these 
heads: (1) the purposes for which the small-scale re- 
tailer needs capital; (2) the factors determining his 
capital requirements; (3) the capital requirements of 
typical small merchans in different store classifica- 
tions: (4) the time at which funds are needed; (5) 
from what sources capital may be procured. 

The writer will discuss these problems by drawing 
largely from the results of his investigation of the capital 
requirements of 140 typical small stores in 1940. The 
stores from which data were gathered are scattered 
throughout Oregon (excluding the eastern part of the 
state). 

First, as to the purpose for which the small merchant 
needs funds. The retailer needs money to erect, buy, 
or rent a store building appropriate to his class of trade. 
He wauts funds for fixtures and equipment. He must 
have money tu carry proper inventories. He is obliged 
to pay his store help and must, therefore, have available 


(Continued on Paye 4) 





t Domestic Commerce Series, no. 69, p. 15. 
-D. Alton B. Myers, “Post-War Business Plans for G.I.’s,” 
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THE POSTWAR TECHNIQUES 
OF ADVERTISING 
(Continued from Page 1) 


all his requirements. Certain items have disappeared 
from the market altogether. It is entirely possible that 
they have been forgotten by the public. that substitutes 
have become acceptable, or at least that brand names 
will not be easily recalled. Manufacturers will have to 
re-establish the old names in the consumer’s mind, and 
then acquaint him with the improvements in the 
products. This information can be disseminated most 
effectively by a sound advertising campaign, plus co- 
operation of retail outlets in a merchandise plan. 

Many items have remained on the market, but have 
ween cheapened in quality through war necessity. 
Customers have formed opinions of these products 
based on wartime standards. Advertising can convince 
the consumer that prewar quality has been restored, and 
that changes in design make the product even more 
valuable. 


The Foreign Market. War has devastated many 
countries. Machinery for peacetime production is not yet 
in operation. Even in those countries not touched by war, 
citizens have been unable to buy certain consumers’ 
goods. This foreign market presents to the American 
manufacturers an opportunity of boundless proportions. 
Through the facilities of the World Bank and its lenient 
credit policy, al! countries will be able to buy from each 
other. Advertising planned by those who are familiar 
with the buying habits of these countries can create a 
demand for American goods and services. It cannot be 
stressed too much that this advertising will be an abject 
failure unless preceded by adequate market research to 
determine the proper appeals to be used; otherwise some 
techniques might actually engender antipathy for the 
American businessman. 


Changes in Media Techniques. Businessmen can 
expect to see some alterations in our present advertising 
media, and the creation of new ones. There are mechani- 
cal improvements, already perfected, that will enhance 
the speed and precision with which advertisements are 
prepared and presented to the public. 


Newspaper. This medium is faced with competition 
from radio and television. Its timely news value will be 
questioned as communications become faster. Up-to-the- 
minute news may now be flashed around the world in a 
few seconds, with the newspaper used as a follow-up 
medium for detailed analysis of the event. 

In the advertising field, however, newspapers will 
continue to play an important part. More color adver- 
tising, with precision register through more accurate 
photographic processes and improved presses, will be 
used. Copy techniques will be more subtle. More 
scientific studies of the market will be made. 


Radio and Television, This medium will make huge 
strides when television becomes an integral part of the 
radio set. In place of trite and tiresome announcements, 


advertisements will be staged in dramatic form. Demon- 
strations in color will show products in actual use. Skilled 
actors will be chosen to add to the subtlety of the 
approach. 


Outdoor. The pressure to remove this medium from 
the landscape will continue. However, at strategic urban 
locations posters will still dominate the scene. Better 
lighting effects, motion, three-dimensional effects, and 
waterproof colors will improve this medium’s effective- 
ness. : 


All the media will feel the strain of competition and 
will avail themselves of technical changes to improve 
their values. Psychology will play an ever-increasing 
role in advertising preparation and presentation. The 
science of color and its effect upon people will be studied 
more intently and used more intelligently. 


Changes in Copy Technique. Trends in copywriting 
seem to indicate that the hvperemotional appeal of the 
modern era is being replaced by a more moderate and 
scientific approach. It has been demonstrated that over- 
selling does not pay; the actual truth about the product 
must now be presented. 

Extravagant claims will be toned down in the face of 
governmental pressure. Descriptions of a product’s 
features must be more accurate, and should follow the 
crisp style used by the mail-order houses years ago. 
Statements which by a little analysis are shown to be 
false must be eliminated from advertising copy. 

Efforts of the copy writer to sway his reading audience 
by pure emotion have doubtful value. As he becomes 
more informed and more discriminating, the customer 
will want more information about the product. A recent 
survey of 5,000 customers by a leading department store 
in the United States shows that 78 per cent wish an in- 
formative label placed on the merchandise that they buy ; 
this is an indication of what customers are going to insist 
upon in the future. This does not mean that the copy 
writer cannot use emotional appeals—it does mean that 
he must combine them with sufhcient information about 
his product to convince the customer of its worth. 

Materials. performance, guarantees, service (instead 
of generalities expressed in literary style) will increase 
pulling power. A smooth setting showing the product in 
use is still attractive. But that alone will not suffice. The 
disappointing quality of much war merchandise has made 
the customer insistent upon better goods; and the ad- 
vertiser, especially in the retail field, should put this first 
on his schedule and in his copy appeals. It will not be 
enough to talk about quality, a very general term; a 
careful choice of specific words and phrases will have to 
bring home to the reader the real import of the word. 


The Trend in Advertising Research. Whether we 
like it or not, we are in a scientific era. We are faced with 
changes in our living habits that will materially alter the 
concepts of the past century. Business needs te re- 
examine all its marketing techniques in the light of these 
changes. 

Superficial surveys made under the guise of research 
can be almost as bad as pure guesswork. Many times 
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such surveys deliberately set out to prove a point, a 
cardinal error in research of any kind. The advertising 
manager should be willing to survey the market with an 
open mind, ready to absorb the shocks that the results 
unearth. He must try to fit his product to the market as it 
is, to keep the real demands of the consumer ever in 
mind. If it is to assume its rightful position as a tool of 
marketing, advertising must be willing to reshape itself 
into a precision tool. Although research may seem ex- 
pensive at first, the dividends reaped from scientific 
market studies will more than pay for the expenditures. 
Research experts are needed to study new markets, 
to chart changes in consumer acceptance, to test adver- 
tisements in the laboratory, to select media more scien- 
tifically, to study general business and buying trends, and 
to be on the alert for changes in business policy. 
Marketing agencies are now being established to make 
these studies. Colleges and universities are undertaking 
commercial surveys to help the businessman with his 
problems. All these agencies, working in harmony, can 
make adveriising a more technical device in business. 


LUMBER PRODUCTION IN 
TWELVE WESTERN STATES 


(Statistics prepared by the Bureau of the Census and released 
Sept. 21, 1945) 





Lumber production in the twelve states west of the 
Great Plains, which accounts for more than 40 per cent 
of the total production in the country, amounted to 14,- 
991,902,000 board feet in 1944. This total was slightly 
less than for other years during the past two decades, 
except for the depression period. 

In 1944, the two major producing states, Washing- 
ton and Oregon, showed a 2 per cent decrease from 
1943, which more than offset increased production in 


TABLE 1. LUMVER PRODUCTION AND NUMBER OF MILLS 
REPORTING, IN OREGON, BY COUNTIES, 1944 


(In thousands of feet, board measure) 


No. Lumber 
mells sawed 


OID a. sinssineinvegeslnetcesciatibianendnanpteiienaneaninenovinte 6,320,212 
Baker and Wallowa* , 58 
enton 
Clackamas 2 
226,227 
342,493 
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Deschutes .............. 
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lefferson and Wasco" ..... 
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Klamath 


99.605 
874.648 
190,284 
247 562 


173.480 





Marion 

MIOCTOW  ....<cceoe 

Multnomah . 
219,709 


35.854 
58,488 
89.840 
122,968 
83.039 
186.898 


TE Pe a ON ae ee 
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i 
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Yamhill 


* Combined to avid disclosing operations of individual establishments. 





PORTLAND COST OF LIVING, 
SEPTEMBER 15, 1945 


(Courtesy, San Francisco Regional office, Burcau of Labor Statistics) 


The cost of living in Portland on September 15, 
1945 was 133.3 per cent of the cost of living during the 
1905-39 base period. This index measures the cost of 
goods and services ordinarily purchased by wage 
cainers and lower-salaried workers and is not to be 
mterpreted as an over-all measure of the cost of living 
of everrone in Portland irrespective of income. 

Che data from which the index is computed are 
collected quarterly (with the exception of food, which 
is collected monthly). They are composed of six groups: 
food, clothing, rent, fuel, house furnishings, and 
ms -cilaneous. The index reading for the date closest 
te the attack on Pearl Harbor is shown below for com- 
parison: 

1935-1939 
Average 
100.00 
1O0.00 
100.00 
100.00 
100.00 
100.00 
100,00 


Dec. 15, 1941 Sept. 15, 1945 
135.3 
149.3 
143.1 

No survey 
120.5 


All items 


w™ 


os 
—— 


gent 
Fuel bid tatadil 
House furnishings ..... 
Miscellaneous . 


146.1 
130.8 


ee et et et et et 
PAWN we w 


The October 15 reading of the food portion of the 
‘niex, the only part computed monthly, was 149.7. 

The Bureau of Labor Statistics does not collect cost 
oi liv-n» data for any area in Oregon except Portland. 











all other areas. Of the total lumber sawed in the western 
states in 1944, Oregon produced 42 per cent, Washing- 
ton 20 per cent, and California (including a small quan- 
tity cut in Nevada) 16 per cent. Washington was the 
largest lumber-producing state in the nation for several 
years prior to 1938, when that position was yielded to 
Oregon. .\mong major species, production of Douglas 
fir amounted to 7,861,905,000 board feet, a decline of 
| per cent from 1943, and output of Ponderosa pine 
totaled 3.768,122,000 board feet, 3 per cent less ‘than 
in 1943. There were marked decreases also in Idaho 
white pine and Port Orford cedar. The largest in- 
creases occurred in the production of the western firs 
and sugar pine, the former showing a gain of 21 per 
cent to 489,000,000 and the latter an increase of 14 per 
cent to 318,000,000 board feet. 

There were 2.901 sawmills opera’'ing in the West 
in 1944 The 56 largest mills, those sawing 50 million 
or more board feet, accounted for more than 35 per cent 
of all lumber sawed. An additional 43 per cent of the 
production was cut by 268 mills sawing at least 10 and 
less than 50 million board feet each. These two groups 
combined accounted for 79 per cent of the total cut, 
but only 11 per cent of the active mills. 

The Oregon section of the lumber industry was not 
dominated by very large mills to the same degree as the 
West as a whole; in Oregon the medium-sized mills 
were relatively more important. The 19 largest mills (50 
million board feet or more) accounted for 29 per cent 
of the lumber sawed in the state in 1944. The 136 me- 
dium-sized mills, sawing at least 10 and less than 50 
million board feet each, produced 52 per cent. The large 
and medium-sized mills in Oregon together produced 
81 per cent of the lumber, but constituted only 21 per 
cent of the total number of mills. 
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TABLE 2. 


PRODUCTION OF LUMBER BY KIND OF WOOD IN TWE LVE WES 


(In thousands of feet. board me 








Geearaphic Region 
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651,437 


311,896 
339,541 


468,762 


2,468,762 
1,359,043 1, 


358,075 


909,655 
448,420 


492,435 


45,184 
4,588 
4,588 


40,596 
40,596 


34,588 
32,432 


$175,504 


$163,590 


15.069 


$148,521 


7,861,905 
7,210,729 


4,322,748 
2,887,981 


365,787 
365,787 


244,945 
155,225 
89,720 


40,444 


489,265 


117,601 


64,992 
$2,609 


288,289 
288,289 


77,316 
77,311 
5 


6,059 


729,990 


727,037 


148,789 
578,248 


249,216 
47 ,906 


13.060 
34,846 
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60,325 
140,985 


306,636 
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3,378 
39,959 
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* Includes Washington and Oregon red fir, yellow fir, “Oregon pine,” and “Douglas spruce.”’ 
+ Includes all western firs except Douglas fir. 
t Includes 61 M feet b.m. of Alaska yellow cedar. 


TABLE 3. PRODUCTION OF LUMBER AND NUMBER OF MILLS, CLASSIFIED BY SIZE OF MILL BASED ON AMOUNT OF LU 


Note: To avoid disclosing operations of individual establishments, production is omitted in certain size classes, indicated by “‘x”’, and the productionwith which it is combin 
(In thousands of feet, board me 
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Combined to avoid disclosing operations of individual establishments. 


THE FINANCING PROBLEMS 
OF SMALL STORES 


(Continued from Page 1) 


funds for that. He must provide money to defray other 
current expenses, for advertising, display, heating and 
lighting, the purchase of supplies, travel, repairs, de- 
preciation, the transportation of merchandise, taxation, 
insurance, donations, ete. 

But the merchant's financial needs are influenced 
decidedly by specific factors. Over some of these he may 
have control, but not over others. Among these factors 
are the type of retail business in which he engages, the 
size of his business, the character of trade, the buying 
‘erms he ‘s able to procure, and general business condi- 
tions. 


When other things are equally favorable, the sort of 
retailing in which the merchant engages definitely affects 
his capital requirements. A hardware dealer needs more 
capital than a grocer, because the latter turns his stock 
more frequently. On an average, the writer found that 
the small combination grocery and meat market has over 
18 stock turns a year, while the hardware store has not 


quite 2.5 turns a year.* So the inventories of the hard-: 


ware store must be larger than those of the grocer. Like- 
wise, the financial requirements of the department store 
are much greater than those of the bakery for exactly 
the same reason. The smal! department-store merchant 
turns his stock 2.7 times a year, and the small baker 16 
times. Other examples could be given, but these will 
suffice to indicate that the type of retail business in which 
a proprietor desires to engage will partly determine his 
*N.H.Comish, Oregon Merchant Magazine, Feb. 1943, p. 19. 
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IN TWE LVE WESTERN STATES, BY GEOGRAPHIC REGIONS AND STATES, 1944 
usands of feet, board measure) 








—--Softwood : <8 eee ~~Havrdwood 
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4.467 
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181 : ' eayees 6 
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aw w& 


: 201,310 


60,325 
140,985 


$11,733 


$31,691 
189,042 


39,331 


12.966 ois 
26,365 resell 78 


49,623 


968 
Bl 


334,881 


163,471 <a e 
21.864 25.663 
81,180 mee a 436 
42,157 * ; 20 
11,588 10,008 
14,621 13.496 


Auwkhwht— SO ona ~s a w 


24,893 








§ Includes 833 M feet b.m. of “Big tree” . 
{ Combined to avoid disclosing operations of individual establishments. 


ON AMOUNT OF LUMBER SAWED IN 1944, IN TWELVE WESTERN STATES, BY GEOGRAPHIC REGIONS AND STATES, 1944 


with which it is combined is printed in italics. Therefore, totals may differ from the sum of the items. 
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financial needs. Some men short of funds appreciate this 
fact and select the type of retailing that requires less 
capital. 

Obviously, the size of the retail business in any store 
classification also affects the capital requirements of the 
operator. A jeweler with sales of $100,000 per annum 
must have more capital tied up in inventories than one 
with a volume of $50,000 a vear. When other things are 
equal, the former merchant will likewise need more funds 
for current expenses than the latter. The bigger retailer 
must have a larger building and more equipment and 
fixtures than the smaller merchant. The former needs 
more salespeople, repair men, and clerical help. He must, 
therefore, have more. funds. 

Many small-scale retailers appreciate this fact and 
endeavor to keep the size of their business within proper 
financial bounds. Some do this by limiting the variety of 


merchandise handled. For example, one hardware 
dealer stocked only with ordinary hardware lines until 
he acquired more capital. Then he added dishes and, as 
he gradually accumulated more funds, sporting goods, 
refrigerators, and finally farm implements. Another 
small retailer, handicapped by insufficient capital, started 
out by handling women’s accessories. After acquiring 
more capital, he added women’s dresses, coats, and then 
hats. He now runs a full-fledged women’s wear shop. 
Still another operator who was short of funds opened 
up a fresh fruit and vegetable stand. When more capital 
was available, he added a dry grocery department and 
later a meat market. 

The class of trade to which any merchant caters partly 
determines his capital needs. The higher-income classes 
demand better-assorted merchandise, higher-quality 
goods, and a better building in which to trade than the 
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lower-income classes. Hence, more capital is needed for 
the one class of trade than for the other. If the retailer 
sells merchandise on credit, he must have more capital 
than if he sells for cash. His capital is tied up, on an 
average, 30 days longer when he does a credit business 
than when he does a cash business. A credit business 
virtually means that the merchant lends money to his 
customer for 30 days. Furthermore, the credit retailer 
has bad debts to which the cash merchant is not sub- 
jected ; and for this reason he requires more capital. 

Many small-scale operators, appreciating the fore- 
going facts, select the class of trade which fits their 
purses. Later, when they have accumulated more capital, 
they may change their class of trade. To illustrate, one 
small department-store proprietor for a time did a strictly 
cash business and primarily with the poorer classes. 
Later, he moved into a more pretentious building, in- 
stalled first-class equipment, gave many free and cost 
services, and extended credit. He now caters to the 
medium- and higher-income classes. The writer knows of 
jewelers, grocers, women’s and men’s wear retailers, 
and shoe merchants who did the same thing as soon as 
they acquired sufficient funds. 

Some small retailers have made arrangements with 
vendors who are willing to advance them money or mer- 
chandise on a consignment basis. This procedure de- 
cidedly supplements the little merchant’s inadequate 
capital. Other manufacturers and wholesalers, especially 
in the furniture and musical-instrument lines, have ex- 
tended the period of payment for goods purchased so 
that retailers can pay out of sales to customers. These 
methods have permitted a great many small-scale mer- 
chants to get staried in business and to doa larger volume 
of business than would otherwise have been possible. 
Prospective retailers might be able to utilize this pro- 
cedure in their financial operation; but sales on these 
bases are more frequently made by vendors in a buyers’ 
market than in a sellers’ market. 

Prosperity and adversity likewise affect the retailers’ 
financial needs. In good times, stock turnovers are fre- 
quent because of a strong consumer demand for mer- 
chandise. The merchant, therefore, carries relatively 
small inventories. ln bad times, stock turnovers are 
slower because of a weak consumer demand for goods. 
The retailer, therefore, is compelled to carry compara- 
tively large inventories. Stores consequently need more 
capital in times of depression than in times of prosperity. 
Some small operators, recognizing such markets, start 
business in a period of prosperity when less capital is 
required and attempt to accumulate funds to tide them 
over in times of adversity. : 

What is the amount of capital required for various 
types of small stores transacting the same volume of 
business? By capital requirement is meant the average 
inventory at cost carried throughout the year, plus oper- 
at ng expenses and required reserves. With this defini- 
tion in mind, it may be seen that capital requirements 
vary decidedly with the type of store. Table 1 shows the 
variations in capital requirements for most kinds of 


typical small stores that had a volume of business of 
$25,000 in 1940.4 

The capital requirements ranged from $5,374 in the 
case of the average combination grocery to $20,625 in 
the instance of the average jewelry store. 


TABLE 1.ANNUAL CAPITAL REQUIREMENTS FOR 140 TYPICAL 
SMALL OREGON STORES WITH A SALES VOLUME OF $25,000 
EACH IN 1940 


a 


m Capital Requirements 
Total 


Pubilt- 
Rent city 
Cost Cost 


Payr'l 
Cost 


Aver. Aver. 
Invent. Operat. 
At Cust Expense 
$17,958 $ 7,833 $8,125 $4,250 $1,975 §$ 
6,818 500 = «3,800 975 
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Meat i eeieaiteaaiS anid otee §23 (nt) 
{“oniectionery ..... = 1,527 325 
Rook, stationery, gift 12, §.202 200) 
Hardware .................. 14,304 7,604 7) 
Jewelry ..................... 20,625 10,960 725 
Electric supply ... 9 864 2,814 050 
Building supply . 11,679 5,679 000 
Shoe . ba dine we 15,425 7.775 650 

. 14,200 


Capital 


Other 
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Exp’s 
Type of Store 
Department . 

Men's wear 
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$ 
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General 9,875 325 

When the capital requirements were broken down into 
component parts, these too varied with the type of small 
store. The typical meat-market proprietor carried an 
average inventory of $523 at cost, but it was necessary 
for the jewelry store to stock an average inventory of 
$10,960. 

Operation costs likewise varied, but the range of 
variation was not nearly so great as in either of the other 
two sets of figures. Operating expenses varied from 
$4,250 for the combination grocery operator to $9,725 in 
the case of the typical jeweler. 

Table 1 also shows variations in the component parts 
of the total operating costs for the different stores having 
a sales volume of $25,000 per vear. Payroll costs varied 
from $2,425 in the case of the combination grocery store 
up to $5,325 for the jewelry shop. Rental costs ranged 
from $300 for the general and combination grocery 
store up to $1,575 for the jewelry shop. Publicity ex- 
penses ran from $150 in the case of the meat market and 
combination grocery store to $725 for the women’s wear 
shop. “Other expenses” ranged from $1,000 for the con- 
fectionery establishment to $2,415 for the electric- 
supply store 

All the capital requirements of a given store are not, 
however, needed at the same time. While the small-scale 
retailer will need an average inventory investment 
throughout the year, many of his other outlays may be 
divided into installment payments. Salaries and wages 
may be paid monthly and weekly. The owner might, also, 
wish to withdraw a monthly allowance as his pay. While 
itt some instances rent is paid in a lump sum, more fre- 
quently the small merchant pays it monthly. Delivery, 
telephone and telegraph, heat, light, water, interest, in- 
surance, and social-security outlays may also be divided 
on a monthly basis. Some taxes may be paid quarterly 
instead of in a lump sum. Thus, a small retailer does not 
have to keep on hand funds to pay all his bills at one 
time. Aside from his inventory requirements, he may 





*N. H. Comish, Oregon Food Merchants Magazine, April 
1945, p. 9. 





OREGON BUSINESS REVIEW 7 





gradually accumulate money to pay most of the other 
bills as they fall due. 

Perhaps a detailed analysis of the outlays of a typical 
grocery store in the $25,000 sales-volume class will help 
the reader to visualize better the small merchant's needs. 

"l'able 2 shows sucl lysis 
able 2 shows such an analysis. 


TABLE 2. ANNUAL CAPITAL REQUIREMENTS OF A TYPICAL 
COMBINATION GROCERY STORE WITH SALES OF $25,000 IN 1940 


Requirements Amount 


Total capital requirements -............2...----ccceceeeeceeeee een enenesceneeeenmeenanennnes 
Average inventory at cost 

Total operating costs ....... 
Payroll cost 
eee 

Publicity 

Delivery .. 

Donations la all 
Telephone and telegraph 
Wrapping and materials 

Store supplies 

Heat, electricity, water, gas ........ 
Bad debts ........ sla 
Interest paid .. vilieted 

Repairs and depreciation 
PPUIIUD \ccbiddicmeerestebdobess 

Taxes, permits, licenses 

Social security Shes 

Other expenses 





For 1940, the total capital outlay was $5,374. 
average inyentory at cost was $1,124. This was the 
average sum which the grocer had to keep invested in in- 
ventory throughout the vear. At times his inventory was, 
of course, higher than this, at other times lower ; but he 


had to keep not less than this amount invested as a rule.. 


His total operating cost was $4,250. But the grocer did 
not have to keep this amount on hand at a given time 
because many of the component parts could be divided 
and spread over the year as outlays. Let us now take up 
some of the divisible expenses. 

The grocer’s payroll cost was $2,425. This sum might 
be divided into twelve equal parts since it was probably 
paid in monthly installments. Hence, the proprietor had 
to accumulate each month about $202 to take care of his 
payroll. His rent was $300. If paid in twelve equal in- 
stallments, the store operator had to raise $25 each month 
te take care of his rent. His publicity cost was $150, or 
$12.50 a month. His delivery expense totaled $505, or 
approximately $42 a month. His donations amounted to 
$25; they were probably not paid in installments. His 
telephone and telegraph bill came to $50, or a little over 
$4 a month. His wrapping and material outlay was $150; 
this might have been paid in one or two lump sums. Store 
supplies cost $50, probably paid for in one lump sum. 
His heat, electricity, water, and gas cost him $200, 
slightly over $16 a month. The losses incurred from bad 
debts totaled $50; this sum was written off at the end of 
the year. His interest came to $25 or slightly over $2 a 
month. His repairs and depreciation totaled $150; these 
costs cannot be figured in terms of installments. His in- 
surance came to $70; perhaps the premiums were paid 
semi-annually. His taxes, permits, and licenses cost him 
$50, very likely paid in one or two or three lump sums. 
His social security amounted to $25, which was deducted 
monthly. The other expenses, which totaled $25, might 
have been paid in different amounts at various times. 

The prospective small merchant may wonder how he 
is to raise his capital. Perhaps the sources used by many 
of the small retailers investigated will point the way. 


These small shopkeepers raised funds from six general 
sources: (1) savings accumulated in occupations for- 
merly followed by the retailer; (2) the sale of stocks and 
bonds: (3) loans from financial institutions such as 
banks; (+) inheritance; (5) vendors’ loans; (6) 
customer payments. for merchandise, after which re- 
tailers paid vendors. 

A great many of the small-scale retailers followed 
various lines of work as employees or as employers 
before engaging in the retail business for themselves. 
All these merchants accumulated savings or profits in 
their previous occupations before setting up and operat- 
ing their own stores. These funds were used partly for 
capital requirements. 

Some of these small retailers organized their stores 
as corporations. Operators of these retail institutions 
obtained part of their capital from the sale of stocks and 
bonds to the buying public. Two kinds of stocks were 
sold: common and preferred. Of the two, however, 
preferred stock was more often issued. Common stock- 
holders often get the largest part of the profits, having 
born most of the risks. If these holders get 51 per cent 
of the stock, which is generally voting in nature, they 
have the right to control the retail store. Retail operators 
do not like this state of affairs. Preferred stock is usually 
nonvoting, and there is less opportunity for the active 
control of the store to pass out of the operator’s hands. 

A few of the small merchants issued bonds to help 
them raise part of their capital requirements. Most of 
these used the proceeds to buy real estate or to erect 
store buildings. Ordinarily, bonds sell better than stocks 
in times of depression, because the former bear a fixed 
rate of interest while the latter yield a return coming 
from profits which are generally low in a period of ad- 
versity. But in times of prosperity, when profits are 
relatively high, stocks sell more readily than bonds. The 
prospective merchant should consider these factors 
before selecting one form or the other as a means of rais- 
ing part of his capital. 

Commercial banks were among the chief financial 


. institutions which provided the small stores investigated 


with funds. The small merchants of tomorrow may like- 
wise call on banks for support. The Veterans have an 
advantage, since the “G. I. Bill of Rights’ «.rovides, 
among other things, that the Federal government will 
insure a good loan up to $2,000. It is well to remember, 
however, that bankers are willing to accommodate re- 
tailers only when they maintain good cash balances and 
can show good statements. A good statement generally 
means that the merchandise on hand, accounts receiv- 
able, and cash in the bank total twice the amount of the 
current liabilities. Of course, some bankers will lend 
more money than this ratio indicates to merchants with 
exceptional character, great capacity, and substantial 
capital. But this is the exception rather than the rule. 
Some other financial institutions also lend relatively 
more money than that indicated by the commercial-bank 
ratio. Indeed, some loans have run as high as 80 per cent 
of the value of the net assets. But such loans are not 
sound. 

Some of the small merchants considered were able 
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to begin retailing through inheritance. In some cases near 
relatives died and left them with stores or with funds 
to operate retail institutions. In other instances, the 
merchants’ wives inherited money which their husbands 
employed in the retail business. 

Still o‘hers in the group of small-scale merchants 
surveyed procured a part of their capital requirements 
through loans from manufacturers and wholesalers. 
These vendors advanced the merchants money on which 
to operate. In some cases, the retailer was obligated to 
buy merchandise from his benefactors. In a few cases 
the vendors who loaned the retailers money sold them 
goods on less favorable terms than could have been re- 
ceived from other manufacturers and wholesalers— 
these vendors profited more than the merchants. Any 
prospective retailer who contemplates accepting a loan 
from a vendor should inquire into the terms under which 
the vendor will sell him merchandise. 

Other vendors have, in a way, provided small-scale 
stores with capital by selling them goods on consignment, 
or permitting them to pay for their merchandise after 
it has been sold to consumers. This practice has helped 


small struggling retailers with inadequate capital. As has 
been pointed out, furniture and musical-instrument 
manufacturers have led in making sales on consignment. 

To summarize, small-scale merchants must meet 
specific capital requirements to operate efficiently; but 
these are influenced by the type of retail institution, the 
size of the business, the character of the store’s trade, 
the buying terms obtainable, and general business con- 
di‘ions. In a large measure, the rapidity of stock turn- 
over determines the amount of money that must be kept 
in inventories in each type of store. The faster the stock 
turnover in a particular store classification, the lower the 
average inventory carried at cost; and the slower the 
stock turnover in each store group, the higher the 
average inventory carried at cost. 

The operating costs of the small stores also varied with 
the different store classifications. But all store expenses 
are not paid at once. Many are met by installment pay- 
ments. Thus, the small-scale merchant may accumulate 
funds out of consumer sales to defray some of his ex- 
penses. But much of the small retailer’s capital must be 
on hand when he begins business. 





CURRENT BUSINESS TRENDS IN OREGON 


BANK DEBITS 


Bank debits represent the dollar value of checks drawn against indivilual bank deposits. 
services is paid for by check. Bank debits are regarded as indicators of the general trend of business. 


deb'ts from 92 banks and branches monthly. 
of necessary adjustment in basic data. 


Number of 
Banks 


Marketing Districts Reporting 





Oregon 


Ne 


Portland (Portland, Hillsboro, Oregon City, etc.).. eer 
Lower Willamette Valley (Salem. McMinnville, etc.).... 


Debits 
Oct. 1945 


$656,913,547 


431,511,764 
54,880,135 


Approximately 90 per cent of all goods, property. and 
The Bureau of Business Research collects bank 


On occasion, the totals for the same month in different issues of the Revicw are not directly comparable hecause 


Debits VDetits 
Sept. 1945 Oct. 1944 


$635,244,252 $641,062,180 


429,340,291 455,987.071 
45,884,109 44,294,442 


Oct. 1945 compared with 
Sept. 1945 Oct. 1944 


+3.4% +2.5% 


+0.5 —-5.4 
+ 19.6 3. 


Upper Willamette Valley (Albany. Corvallis, Sugene, etc.).. 


North Or 
Douglas, 





on Coast (Astoria, Tillamook, etc.). 
oos Bay.. 


Southern Oregon (Ashland, “Medford, Grants Pass)... 
Upper Columbia River (The Dalles, Hood River, etc.).......... 
Pendleton area 


Central Oregon ( Bend, Prineville, Redmond)... PER RY alt 


Klamath Falls, 


Lakeview area 


Baker. La Grande area. 
Burns, Ontario, Nyssa... 


WW wAD US Vit © vi 


48,822,350 
15,396,663 
9,094,738 
27,935,043 
14,633,821 
13,270,369 
6,709,559 
20,803,085 
7.335.724 
6,520,296 


49,161,259 
16,534,246 
9,293,551 
21,291,178 
12,746,221 
12,.821.266 
6.210.534 
20,250,336 
6.795.502 
4,915,759 


37,567,495 
14,441,661 
9,174,276 
19,224,210 
11,026,118 
12,120,314 
5.757 ,684 
20,262,355 
6,295,549 
4,911,005 


—0.7 
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BUILDING PERMITS 


Building permits give an ind:cation of building operations planned rather than actual construction under way. Care must be taken, in interpreting 
these data, to allow for the lag which may elapse between the issuance of the p-rmit and the beginning of actual construction. The data have been collected 
by the Bureau of Business Research. 


New New Additions, Alterations 
Residential Nonresidcutial & Repairs 
Oct. 1945 Oct. 1945 Oct. 1945 
$ 35,600 $ 163 Sia 2,950 
29,482 


Total Total 
Oct. 1945 Sept. 1945 
$ 38,713 $ 49,050 $ 1,200 
125,832 ‘ 16,250 
16,800 700 
26,990 6.465 
6.500 5. 600 

14,680 , 
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1,800 
273,990 
$ 892,754 


570.534 
$2,956,865 

















$ 699,220 $3,267,187 





* No report 





